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June 29, 2005
Contact: Paul Polzin, UM Bureau of Business and Economic Research, (406) 243-5113.
UM FORECAST: FASTER GROWTH EXPECTED FOR MONTANA ECONOMY
MISSOULA Strong commodity prices and low interest rates will lead to faster than expected growth
for Montana’s economy, according to Paul Polzin, director of The University of Montana’s
Bureau of Business and Economic Research.
For the first time, BBER has issued mid-year revisions to its annual forecast of
statewide economic activity, and many of the important sectors have been adjusted upward.
“Most of our indicators have been coming in higher than expected during the first half
of 2005,” Polzin said. “We went back and reviewed the data, and then we issued a new
forecast.”
Polzin said reasons for the upward revisions include:
■ higher commodity prices (including oil), leading to more mining and drilling activity;
■ greater than expected increases in construction, reflecting some major projects, plus
the impacts of continued low interest rates;
■ revisions in military earnings, reflecting the deployment of reserve and National
Guard troops to and from Iraq and Afghanistan;
■ and revised real estate earnings, at least some of which may reflect the current boom
in home sales.
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“The really good news is that much of this increased activity is occurring in rural areas,
and is creating positive impacts in regions that have experienced few favorable economic
trends in recent decades,” Polzin said.
The high world price of oil has led to increased exploration and drilling activity in
Richland County, he said, adding that “the muddy boots of oilfield workers once again fill the
halls of motels and hotels in Sidney.”
In Big Horn County, MDU Resources Inc. is constructing a new coal-fired generating
plant. The 150 to 200 construction workers are causing a “rush minute” in downtown H ardin
traffic, Polzin said.
The continued strong price of copper and other commodities has led to the reopening of
the Troy Mine in Lincoln County and additional hiring by Montana Resources in Butte.
Finally, there have been upward revisions in some federal data, Polzin said. The
biggest revisions have been new estimates of the earnings in real estate. The exact cause of the
upward adjustment is not known, but the rapid increase in home prices and sales — which some
have labeled a “real estate bubble” — may be one o f the reasons.
The BBER’s new projections call for 3.2 percent growth in Montana’s economy during
2005, up from the January forecast of 2.6 percent, Polzin said. “In 2006 we are expecting 3.4
percent growth, up from January’s figure of 2.9 percent.”
The acceleration in 2006 is because of the delayed effects of events in 2005, Polzin
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said. All projected growth rates are well above Montana’s 35-year average of 2.1 percent per
year.
Projection details will be available on the Bureau Web site (http://www.bber.umt.edu)
and in the summer issue of the Montana Business Quarterly.
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